FDI in Africa: A Comparison of the Indian and Chinese Experience  by Chakrabarti, Sukalpa & Ghosh, Ishita
 Procedia - Social and Behavioral Sciences  157 ( 2014 )  340 – 352 
Available online at www.sciencedirect.com
1877-0428 © 2014 The Authors. Published by Elsevier Ltd. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/3.0/).
Peer-review under responsibility of Symbiosis International University (SIU).
doi: 10.1016/j.sbspro.2014.11.038 
ScienceDirect
International Relations Conference on India and Development Partnerships in Asia and Africa: 
Towards a New Paradigm (IRC-2013) 
FDI in Africa: A Comparison of the Indian and Chinese Experience 
 
Sukalpa Chakrabarti, Ishita Ghosh* 
Symbiosis School of Economics, Symbiosis International University, Pune, India 
Abstract 
Over the last decade there has been a gradual but marked shift in the main donors of FDI funding for Africa from the traditional 
western developed countries to the BRICs nations. India and China in particular have become significant players in the continent. 
How far this altered trade and investment relations is assisting the creation of opportunities or posing new challenges for the 
African economy has attracted considerable scholarly and government attention. While it is obvious that any increase in FDI is 
welcomed by Africa as it helps boost economic growth and development, there are also concerns about the exploitation of natural 
resources. It is against this backdrop that this paper seeks to investigate the nature and trend of foreign direct investments made 
by India and China in Africa, over the past decade. While comparing the quantitative data, the focus will be on revealing 
similarities and dissimilarities in the patterns of development cooperation of the two Asian giants in Africa to provide better 
insight on the specific consequences of Indian and Chinese FDI for economic development in Africa.  
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1. Introduction 
A dormant continent in terms of economic growth till the 90s, the African economies accelerated their GDP 
growth from 2000 onwards by leaps and bounds. The current GDP of these emerging “economic lions” i roughly 
equals that of Brazil or Russia. We begin by taking a quick look at the prospects of the continent for investmentsii- 
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The collective GDP of the African countries is estimated to reach US $2.6.trillion by 2020. 
The rate of returns on FDI has been extremely positive varying between 11-12 % in 2012. 
External financial flows into Africa are expected to top $200 billion in 2013. 
Consumer spending is on the rise with Sub-Saharan Africa’s consumers projected to generate up to $1.4 trillion 
by 2020.   
Urban food markets are set to increase fourfold to exceed US$ 400 billion by 2030, requiring major agribusiness 
investments in processing, logistics, market infrastructure, and retail networks. 
Africa is estimated to be home to 30% of the world’s mineral reserves, and an even higher proportion of deposits 
of gold, platinum, diamonds and manganese. 
Oil reserves in Africa increased by 15 million barrels between 2010 and 2011. 
The African IT market is expected to grow from $8.5 billion to $12.5 billion by 2015. 
McKinsey projects the continent will spend $130 billion annually on infrastructure between 2012 and 2020. 
Agriculture and agribusiness together are projected to be a US$ 1 trillion industry in Sub-Saharan Africa by 2030 
(compared to $ 313 billion in 2010). 
According to McKinsey Report, four sectors will produce $2.5 trillion in annual revenue over the eight years 
beginning 2010: consumer ($520 billion); agriculture ($220 billion); infrastructure ($130 billion); commodities 
($110 billion). 
Africa has the youngest and the second highest population after Asia expected to reach 2 billion by 2050; 
approximately 70% of the population is aged below 25 years. 
Ghana, Kenya, Mozambique, Nigeria and Tanzania, are among the world’s top 10 fastest growing economies, 
based on 2011-2015 estimates by The Economist. 
Governments in Africa have adopted market friendly economic policies and have exhibited prudence in 
macroeconomic management. 
African economy has been resilient to the global economic downturn of 2009. 
With such impressive facts and figures, it is but natural that both India and China-the two Asian giants- have 
come up with clearly articulated investment strategy for the continent. Over the past decade, India and China have 
steadily become major players in Africa, creating significant opportunities and changes in Africa’s traditional trade 
and investment relations. A major route of this enhanced influence has been Foreign Direct Investments 
(FDI).Natural resources, infrastructure, textiles, information and communication technology (ICT), automobiles and 
the social sector are some of the major areas to receive the fillip. 
In stark contrast to these optimistic projections, Africa is extremely sluggish in the realization of the millennium 
development goals (MDGs) and needs partners  for capacity building and expertise sharing—a vital area where 
India and China have volunteered to help, albeit arousing suspicion amongst other trading partners of Africa as to 
the underlying motives.The MDGs include global development cooperation as one of the eight goals and emerging 
economies including India are lending themselves in this direction. Donors are classified as – (i) DAC / traditional 
donors (often imposing conditions)and (ii) new/emerging or non-DAC (extend aid without attaching 
conditionalities).While the developed countries such as USA, UK, and Japan etc. come under the first category, 
developing and middle income countries that are also extending aid are part of the second.For e.g., India, China, 
Brazil, etc. As India and China (which are two of the largest Global Fund recipients) began to command a larger and 
more determinate space in the global economy as well as in the global decision-making structures, they also 
subsumed a more proactive role in Africa’s development by forging stronger ties based on trade, investment, 
development assistance and loans. 
2.  Methodology 
In exploring the prime drivers of India and China’s growing involvement in partnership projects in Africa, this 
paper would rely primarily on secondary data from reports by UNCTAD (United Nations Conference on Trade and 
Development,), UNIDO(United Nations Industrial Development Organization), ADB(Asian Development Bank), 
AfDB(African Development Bank), CII(Confederation of Indian Industries), KPMG, E&Y(Ernst & Young), 
IMF(International Monetary Fund), etc. The other analytics will be drawn from various published and working 
papers and statements by ministries of external affairs. Based on the data compiled from the specified documents 
and databases the paper would analyze the material and arrive at a more comprehensive understanding of the 
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nuances of Indian and Chinese investment strategies in Africa. 
3. The model of development cooperation followed by India & China in Africa 
International development cooperation is aimed at reduction of the development disproportions between the 
developed and developing countries of Africa, Asia, Latin America or Eastern Europe. It originates from the 
development programs for less developed countries, initiated by the developed countries since the 1940s and 
1950s.“Development cooperation” is a marked shift away from the traditional “aid” paradigm, that had adopted a 
patronizing approach towards providing development assistance in developing and least developed nations. 
Discarding the rich donor- poor recipient relationships, development cooperation emphasized on working together 
for a common good, wherein the priorities will be determined by the recipient. The focus was on long term capacity 
building through a consultative process that would lead to a symbiotic interdependency. Development cooperation 
has also come to encompass inclusive and sustainable development goals at its core, necessitating the strengthening 
of the development dimension of international investment decisions, incorporating sustainable development 
objectives. Since major portion of the global total FDI flows into developing and transition economies it brings out 
the significant role FDI can play in development.  
The substantial increase in their financial and economic flows in recent years, have established both India and 
China as anchor countries in Africa. It can be observed that the development cooperation strategies of both nations 
have emanated in the context of their growing strategic and economic needs led by increased GDP growth, rapid 
industrialization and diversification of imports. The Chinese approach is rooted in state capitalism whereas it is the 
market and the private sector which has been driving India’s development cooperation in Africa. Also the active 
involvement of private enterprises and non-governmental organizations in building institutional partnerships in 
Africa are lesser in China. The paper next takes a look at the similarities and differences in approach adopted by the 
two Asian giants in extending development cooperation in Africa. 
4. The Development Cooperation Role of India 
India’s engagement in Africa stems from her national interests, primarily revolving around energy security, trade 
and terrorism. While pledging $5bn to help African states meet the MDGs, Mr. Anand Sharma, India's trade 
minister, said ‘Economic and development cooperation between India and Africa is a cornerstone of their new age 
partnership.’iii The trade and investment equations with Africa are majorly market and private sector driven. The 
inclusion of the private sector representatives in the Indian officials’ state visits to Africa reflects a pronounced shift 
to a commercially driven foreign policy agenda wherein the public sector plays a largely subsidiary but 
supplementary role. Mechanisms initiated by non-governmental organizations find full support from the Indian 
government. For example, the Conclave on India-Africa Project Partnership and the ‘Made in India’ Show, which 
enjoy the support of the Ministry of Commerce and Industries and Ministry of External Affairs Parallel to her 
interest in Africa's development, India is also looking towards the continent as a viable option for her growing 
energy needs, in a bid to reduce her dependence on the volatile Middle Eastern oil resources. India has massively 
increased her oil imports from Nigeria, Sudan and Angola. Also, India's diamond-cutting industry(the largest in the 
world), imports stones from South Africa, Botswana, Namibia and Zimbabwe; and top industrial houses such as 
Tata and Bharti have invested billions of dollars across the continent, taking advantage of the growing consumer 
base.ivAdded to these economic opportunities is also the pressing political need to garner support from the African 
states (who represent 28% of the membership of the UNO) in securing a permanent seat at the UN Security Council. 
Thus India’s African development partnership agenda reflects the changing strategic imperatives based on her 
growing economy and global political agenda. 
India’s strategy for development cooperation in Africa is three pronged, encompassing bilateral, regional and 
pan African linkages. In 1961, the Government of India had set up the Economic and coordination division under 
the Ministry of External Affairs (MEA) to deal with bilateral development cooperation ventures. Under this, India’s 
Technical and Economic Cooperation programme (ITEC) covering 158 developing countries including African 
nations, ushered the first phase of development cooperation by India in the continent. The ITEC works on four key 
areas-(i) capacity building through technical training and sharing of expertise,(ii)project assistance,(iii) specialized 
institution building to support skill development and (iv) scholarships for higher education administered through the 
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Indian Council for Cultural Relations( ICCR). The ITEC programme has contributed significantly to the up 
gradation of human resource skills across African countries Additionally India also extends lines of credits/grants as 
part of its strategy for development cooperation either for projects or for disaster relief. Africa’s emergence as a 
major development partner for India also finds reflection in the repeated success of India- Africa Business Conclave 
led by the Confederation of Indian Industries (CII) since 2005.21 out of 34 African LDCs have acceded to the India-
Africa Duty Free Tariff Preference (DFTP) Scheme provided for duty free access on 94 % of India’s total tariff 
lines. 
Parallely, India has also used the forums of multilateral associations to extend assistance to Africa. For example -
Colombo Plan, Special Commonwealth Assistance for Africa Programme (SCAAP),Technical Assistance 
Programme of the UN and its specialized agencies, United Nations Development Programme(UNDP),UN 
Conference on Trade and Development(UNCTAD) and so on. The African Union, the eight African regional 
economic communities, the G77, the G15, the Indian Ocean Rim Association for Regional Cooperation, India-
Brazil-South Africa (IBSA) Dialogue Forum, the World Bank, and the United Nations are all effective platforms for 
India to cooperate with Africa. Over the years, aid and trade connections between India and Africa have matured 
further and in 2008 India emerged as the biggest contributor to UN-mandated missions in Africa. India became a 
full member of the Africa Capacity Building Foundation (ACBF) in 2005 and was granted observer status in 
COMESA, SADC and ECOWAS. India has also engaged and worked with regional bodies in Africa, supporting the 
New Partnership for Africa’s Development (NEPAD) via its Pan-Africa e-network. US$ 1 million was given to 
ACBF to assist the programmes for capacity building sustainable development and poverty alleviation.v India’s 
development cooperation with Africa was further enhanced by the Team 9 initiative which led to India’s economic 
engagement with 8 French speaking countries in Africa, with US$ 500 million line of credit. Another significant 
initiative was the adoption of the Pan-African E-Network project to provide cross border tele-education and tele-
medical services in Africa by India at a cost of US $125million.India has also launched a new  agricultural 
partnership(India Africa Partnership in Agriculture ,IAPA)that seeks to provide the Indian expertise and experiences 
to support African countries in finding solutions to their food, agriculture and development challenges and thereby 
contribute to the global food security. The growing linkages called for creation of a systematic framework within 
which to deliberate, discuss and propose for further enhancement of the development cooperation. The Indo-Africa 
Forum Summits thus conceived (2008) aimed at nurturing mutually beneficial projects for cooperation. India 
committed US $ 5.4 billion at the First Summit, and US $ 5 billion during the Second Summit for the next three 
years as concessional credits to help Africa achieve its development goals. An additional US $700 million was 
offered to establish new institutions and training programmes in consultation with the African Union and its 
institutions.The Second Summit also resulted in the Addis Ababa Declaration and the Framework for Enhanced 
Cooperation.There has been a marked increase in lines of credits committed to African countries from 32 % in 2004 
to 53 % in 2011.vi Routed through the export Import Bank of India (Exim Bank), these lines of credit have financed 
a wide range of capacity building projects in infrastructure, information- technology, agriculture, irrigation, food 
processing, rural electrification, etc. The volume of grants committed to African countries has increased from US $1 
million in 2000-01 to US $ 67 million in 2013-14. vii 
On a closer look it can be observed that India has been focusing more on lines of credit as a tool for development 
cooperation as compared to grants. Data reveals that while 53% of India’s global commitment for line of credit 
(LOC)was directed to Africa between 2004-2012,in case of grants the percentage works out to a mere 4%.viiiThe 
reason is obvious-LOCs facilitate promotion of Indian exports to partner countries. The LOC commitments by 
India’s seeks to tap the economic opportunities offered by Africa’s fast growing market and rising rate of private 
consumption. This is in sync with the Indian position that its development cooperation is based on a partnership for 
mutual benefit.  
Indian development cooperation during the period of 2000-01 to 2013-14 amounted to approximately US$ 289 
million and the value of operational LOCs in African countries between 2004/05 and 2011/12 was US$ 4.3 billion, 
reaching over US$5 billion by mid-2013ix.While the figures surely do not match up to those of China or the 
traditional donors, India’s assistance counts primarily because of the legitimacy enjoyed in the continent because of 
her commitment to providing low cost high quality training and  technical assistance and sharing relevant expertise 
and knowhow, without interfering in the domestic matters. Also India has been instrumental in supporting small 
scale projects that have been ignored by traditional donors. 
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5. The Development Cooperation Role of China 
‘China is in Africa to conduct business that it considers to be mutually beneficial to both. In sum, China has no 
enemies or friends in Africa; it only has permanent interests.’x Complementing its trade and investment activities, 
China has also become a major source of foreign aid to Africa. Chinese development finance and investment has 
grown significantly since the launch of the strategic partnership between Beijing and 44 African governments under 
the Forum on China Africa Cooperation (FOCAC) in 2000. The rapid expansion of Chinese portfolio development 
finance has been largely premised on the ‘Eight Principles of Foreign Assistance’ set forth by Zhou Enlai in 1964. In 
the absence of an independent agency regulating flow of aid, China disburses all foreign aid through a network of 
bureaucratic ministries and agencies. While Ministry of Commerce (MOFCOM), Ministry of Foreign Affairs 
(MOFA) and Ministry of Finance (MOF) are the primary actors, Chinese development finance is administered 
through a multi-tiered system that includes participation from 23 government ministries and commissions as well as 
local, provincial and regional ministries of commerce (Huang 2007) that include the China Exim Bank and the 
China Development Bank (CDB). The extension of development assistance to African countries by China is 
provided through three instruments: grants, zero interest loans, and concessional (fixed-rate, low-interest loans 
offered to developing countries at subsidized interest rates, contingent on a certain percentage of Chinese goods and 
services being procured with the loan) loans. Nearly half of all Chinese assistance is classified as official aid; the 
rest is comprised of concessionary loans and debt relief. Apart from financial assistance, contracting projects, 
technical cooperation, debt write-off, human resources training, medical teams and youth volunteers, emergency 
humanitarian aid and multilateral aid are all considered part of the Chinese aid package. The China-Africa 
Development Fund (CAD Fund), a private equity fund was initiated in June 2007 by former President Hu Jintao at 
the Beijing Summit of the FOCAC, as an  instrument to promote economic cooperation between China and Africa 
and to advance Africa's economic development. CAD Fund works differently from economic aid to Africa in that it 
is not allocated by nation but independently operated and based on market economy principles. The Fund it invests 
together with enterprises in projects and takes the risk, and thereby does not increase the enterprises' burden but 
rather enhances the financial resources.   Currently, CAD Fund manages about 60 projects in over 30 countries in 
with five different areas of focus: agriculture, industrial parks, infrastructure, manufacturing, mining and resources. 
At the fifth ministerial meeting of the FOCAC held in Beijing in July 2012, the former President Hu Jintao pledged 
a $20 billion line of credit for Africa to primarily support the development of infrastructure, agriculture, 
manufacturing, and small and medium-sized enterprises in Africa.This figure has consistently doubled at the last 
three forums - in 2006 $5 billion was pledged, and in 2009 $10 billion in loans were agreed upon. xi  Inter-
government ties between Africa and China were congealed further by China's building of the African Union 
headquarters in Addis Ababa free of charge. China also pledged to scale up its assistance to Africa and to create new 
ways of assistance and make the assistance more effective. 
While the volume of Chinese investment in Africa is mounting, it has been strategically mapped to meet the 
needs and priorities of the continent as well as the domestic industries back home. This explains the huge 
investments in vital infrastructure and support services that play a decisive role in enhancing productivity and 
reducing poverty. However China’s aid to Africa was never unconditional and has come to encompass many 
restrictions. Over the years, interest-free government loans became discount loans offered through Chinese banks 
and aid grants were replaced by joint ventures and other forms of cooperation. By the late 1990s, China had 
established 480 joint ventures in 47 countries in Africaxii.China has also concluded many bilateral investment 
treaties in Africa. The investment strategy is based on the principle of ‘twinning’ the laggard Chinese manufacturers 
with the ‘leaders’ in joint projects to be implemented in Africa.xiii A special fund—the Africa Development Fund—
has been established to encourage and support Chinese companies wishing to invest in Africa. 
On comparison therefore, it is clear that while India has been providing aid and investment spanning across the 
entire gamut of Africa's development, China's overtures in Africa have been largely restricted to commercial and 
infrastructure investment. Both India and China have skillfully played the development cooperation card and offered 
Africa a mix of trade and investment incentives, low-interest credits, technical and human resource assistance to 
consolidate their individual bases in the lucrative African market, and also as part of their larger South- South 
cooperation strategy. From the perspective of the African nations, both India and China come across as better 
partners for development than the western donors since the former do not prescribe to immediate impositions of 
high benchmarks of governance, fairness and sustainability tied to the delivery of aid and implementation of 
projects. 
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However, statistics reveal that development assistance comprises only a small proportion of the total financial 
flows from India and China into Africa, and that both countries have also been increasing their foreign direct 
investments (FDI) into Africa to further foster development in the continent. 
The paper next analyzes the FDI outflow from India and China into Africa. 
6. The Role of FDI in African economy  
In recent years, FDI flows to developing economies have been far more consistent and robust than flows to 
developed countries. In fact, it has been noted that developing nations have recorded the second highest level as 
global recipients of FDI although the numbers declined (by 4 %) to $703 billion in 2012 from $735 in 2011 (Table 
1). Developing nations accounted for a record 52 % of global FDI inflows (by $142 billion in 2012) which was 
significantly greater than flows to developed economies for the first time ever. The worldwide rankings of the 
largest receivers of FDI also reveal changing patterns of investment flows: Nine out of twenty of the largest 
recipients were developing countries (Figure 2). Among regions, flows to developing Asia and Latin America 
remained at over all high levels, but their growth impetus weakened. However, Africa witnessed a year-on-year 
increase in FDI inflows in 2012 (Table 1). Figure 1, below, provides a snapshot of the recent global FDI flows and 
projections. 
7. Foreign Direct Investment in Africa  
Ernst & Young predicts that by 2015, money flowing to Africa will touch $150 billion, which will generate 
350,000 new jobs annually. In fact, Africa’s manufacturing, infrastructure-related and services sectors have seen 
predominantly strong inflows in foreign investment. The number of FDI projects in Africa has more than doubled to 
857 last year from 339 in 2003, Ernst & Young said. While the US and UK are the top investors in Africa, India and 
China are also aggressively seeking business opportunities on the continent. KPMG has identified three main 
categories of opportunity in Africa – infrastructure, resources and consumer demand. This explains the clamour to 
vie for African market space by the emerging Brazil, Russia, India and China (BRIC) markets, looking to fuel their 
growth, companies looking for intra-Africa trade opportunities and companies already operating in Africa that are 
looking to expand their footprint on the continent. xivxvxvixviixviiixix 
 
 
Figure 1: Global FDI flows (2004-12) and projections (2013-15) 
Source: World Investment Report Global Value Chains: Investment and Trade for Development (Retrieved from: 
unctad.org/en/PublicationsLibrary/wir2013_en.pdf ) 
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Table 1: FDI flows By Region (2010-12) 
Source: World Investment Report Global Value Chains: Investment and Trade for Development (Retrieved from: 
unctad.org/en/PublicationsLibrary/wir2013_en.pdf ) 
 
 
 
Post the financial meltdown, global FDI outflows fell by 17 % to $1.4 trillion, down from $1.7 trillion in 2011 
and developed economies, in particular those in the EU, witnessed their FDI outflows fall close to the trough of 
2009, in part because of insecurity related to instability of the Euro. In contrast, investors from developing countries 
continued their expansion abroad. Together, the share of developing and transition economies in global outflows 
reached 35 % (Figure 3). Among developing and transition economies, the BRICS countries (Brazil, the Russian 
Federation, India, China and South Africa) continue to be important outward investors. As seen earlier (Table 1), 
amongst developing nations, inward FDI to sub-Saharan Africa have risen for the second time. The continent has 
recorded a rise in FDI by 5 % and with an amount of $50 billion between 2011 and 2012. This makes Africa one of 
the few regions that registered year-on-year growth in 2012. Outward FDI from Africa also almost tripled in 2012, 
to a figure of $14 billion. In recent years, TNCs (Trans National Corporations) from the South are increasingly 
active in Africa, building on a higher share of FDI flows to the region coming from emerging markets. In terms of 
FDI stock, Malaysia, South Africa, China and India (in that order) are the largest developing-country investors in 
Africa.FDI inflows in 2012 were determined partly by investments in the extractive sector in countries such as the 
Democratic Republic of the Congo, Mauritania, Mozambique and Uganda. Simultaneously, there was an increase in 
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FDI in consumer-oriented manufacturing and services, reflecting demographic changes. Between 2008 and 2012, 
the share of such industries in the value of Greenfield investment projects grew from 7 % to 23 % of the total. 
Since we are essentially focusing on China and India’s FDI in Africa, it is pertinent to this discussion to focus on 
these two country specific trends of FDI in Africa.  
 
 
Figure 2: Top twenty host economies, 2012 
Source: World Investment Report Global Value Chains: Investment and Trade for Development (Retrieved from: 
unctad.org/en/PublicationsLibrary/wir2013_en.pdf ) 
 
 
Figure 3: Share of major economic groups in FDI outflows 
Source: World Investment Report Global Value Chains: Investment and Trade for Development (Retrieved from: 
unctad.org/en/PublicationsLibrary/wir2013_en.pdf ) 
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8. Chinese FDI in Africa 
According to the World Investment Report (2013), the Chinese FDI stock in Africa stood at $16 billion at the 
end of 2011. This is contradicted by the China Business Insight Report (2013) which claims `that its outward direct 
investment to Africa surged by 50.4 % in 2011, to a value of $3.17 billion. Even though the Chinese government 
issues official figures, it remains a challenge to evaluate how much of this increased FDI is headed for Africa. 
Firstly, this is because 80% of the total reported FDI is directed towards tax havens such as Hong Kong, the Cayman 
Islands or the British Virgin Islands, from where it disappears off the radar. Of the visible 20%, China's Outward 
FDI to Africa increased from USD 317 million in 2004 to USD 1.7 billion in 2011. If one takes into account that 
global FDI flows to Africa were estimated at USD 42.65 billion, it seems that China's small contribution (4%) is 
getting an inflated amount of attention (UNCTAD, 2012). But a recent World Bank report has claimed that Chinese 
private Foreign Direct Investments are systematically underreported in this data. They claimed that by the end of 
2011, 55% of all Chinese FDI projects in Africa were already privately owned. This private investment also behaves 
very differently from government led investments. While the latter prioritise spending in construction (35%) and 
mining (22%), private investments are targeting manufacturing (36%) and the service sector (22%). But even this 
data is probably significantly undervaluing and miscalculating the presence of small scale Chinese private 
investments. Host country data suggests that the Chinese presence was on average four times higher than reported in 
the Chinese data (Shen, 2013). 
Discrepancies in actual estimates aside, investment cooperation between China and Africa has evolved at a 
sound pace, showing great synergies in resources, market and industry structure.South Africa is the leading recipient 
of Chinese FDI in the continent, followed by the Sudan, Nigeria, Zambia and Algeria. China is also in league with 
the top investing countries in Sudan and Zambia. In addition to resource-seeking FDI, the rapid industrial upgrading 
currently taking place in China provides opportunities for these countries to attract FDI in manufacturing.  
 
 
Figure 4: China’s outward direct investment in Africa 
Source: Tusiad – China Business Insight (2013),  
Retrived from: http://www.tusiad.org/__rsc/shared/file/ChinaBusinessInsight-February-2013.pdf 
 
Notable here is that China has been the third largest outward investor globally since 2011. Moreover, it is the 
largest investor in Africa, as far as the BRIC nations and understandably, any Asian countries investing in Africa are 
concerned.  
9. Indian FDI in Africa 
The India –Africa investment relationship dates back as far as the 1960s. A textile mill established by the Birla 
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Group in Ethiopia is marked as the first outward investment in Africa by India. Following this, many other Indian 
investments went out to Africa in countries such as Kenya, Uganda and Nigeria. Needless to mention that the latter 
day investments are far greater in magnitude than what India could afford then. Indian FDI in Africa has predictably 
concentrated in Mauritius, originally because of socio-cultural links that led to FDI in the garment industry, but 
more recently because of the country’s offshore financial facilities and favourable tax conditions. However, Indian 
TNCs have recently begun investing in other countries in the region, such as Côte d’Ivoire, Ethiopia, Senegal and 
the Sudan Indian investments stock in Africa in 2008-09 stood at upwards of US$ 9.2 billion. According to IMF 
estimates, total Indian investments in Africa at the end of 2011 were US$ 14.1 billion – a share of 22.5% in total 
Indian outward FDI stock. Another estimate puts cumulative Indian investments into Africa at over US$ 35 billion. 
Although outward investment data from India to Africa remains sketchy, it is safe to assume that it is a sizeable 
portion of total outflows. Indian MNEs have ventured into both Greenfield and Brownfield investments, spanning 
telecommunications, energy, computer services, power and the automobiles sector among others. Indian private 
sector organizations, under the stewardship of CII, have been active in Africa since the early 2000s. They have done 
so through mobilising government, institutional as well as private initiatives, forging stronger PPPs (public-private-
partnerships) and joint venture initiatives between African and Indian firms. The annual India-Africa Conclaves 
have developed into a platform for businesses and government enterprises to find a credible access point for 
appropriate technologies and partners. There have been eight such Conclaves and the participants as well as project 
opportunities have grown considerably in size and scope. In the eight editions of the Conclave over 1500 projects 
worth US$ 103.9 billion have been discussed. The focus over the past few editions have been on long-term projects 
that require substantial resource mobilisation. The EXIM Bank of India has played a key role in facilitating the entry 
of Indian companies in executing such projects. All these investments are considered as outward FDI from India, 
however, whether LOCs or technical assistance funds are used to finance these investments it is difficult to verify 
owing to the nature of data classification, among other constraints. 
 
 
Figure 5: Top 20 Economies for outward FDI, 2012 
Source: World Investment Report Global Value Chains: Investment and Trade for  
Development (Retrieved from: unctad.org/en/PublicationsLibrary/wir2013_en.pdf ) 
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10. Identification of challenges and opportunities  
Changes in policy framework brought in by African nations since mid-90s in favour of outward looking 
development strategies, have paid off well and made the continent an attractive investment destination. The 
continent is brimming with investment opportunities. Africa is undoubtedly rich in resources not just limited to 
energy and mining. Rising global concerns around food security can find answers in the continent’s fertile, 
uncultivated land. Rapid urbanization in the continent has opened up space for investments in infrastructure such as 
power, transportation, hospitals and schools. The current spend on infrastructure in Africa is about US$45 billion a 
year while about US$90 to US$100 billion a year is needed, which is a huge funding deficit.xx This means there are 
substantial opportunities for the private sector to either invest alone or in partnership with government. High rate of 
urbanization Africa has also resulted in an upwardly mobile middle class with corresponding growth in consumer 
spending.The food and drinks sector needs to expand to keep up with the rapid rate of urbanization and the needs of 
this growing middle class, as does the retail sector. The ripple effects are also being reaped by the booming banking, 
IT and telecom sectors. 
While the growing level of investments is a promising sign for Africa's development prospects, it is equally 
important to keep up the momentum. Despite the promising appearance the progress achieved so far still falls far 
short of the minimum growth rate required to meet the Millennium Development Goals set by the United Nations 
for the region. Given the pathetic state of domestic capital, inward FDI has come to assume a crucial role in helping 
Africa attain the goals of sustainable growth and development. There are three clear characteristics of the inward 
FDI in Africa- 
(a) major flow of the FDI is directed towards the primary sector, followed by tertiary sector and 
(b) regional disparity in the flow of FDIxxi 
(c) the preferred mode of investment in Africa is Greenfield investment. 
The first constrains rapid growth since it is FDI in the secondary sector that leads to higher and sustained growth 
by contributing to the diversification of the export base. The second is a concomitant of the high degree of 
uncertainty in the region stemming from political and macroeconomic instability and high indices of corruption and 
governance failures.  
The paper now highlights the deterrents to investment in Africa, despite the massive commercial opportunities. 
The CII –WTO surveyxxii has identified the following specific issues faced by Indian investors in Africa-transport 
and logistics cost; poor business environment; access to capital; absence of bilateral investment treaties; and, smaller 
market size and, informal controls and corrupt practices. On further research it appears that these are common 
constraints faced by all investing nations. Ernst and Youngxxiiihave also noted that Africa still suffers from a poor 
image among many foreign investors largely dictated by lack of knowledge or experience with respect to doing 
business in Africa,a scarcity of high-skilled workers, small market sizes and weak infrastructure. If Africa wants to 
reap the full potential of the current investment climate, it is imperative to create an enabling business environment 
with legal protection and transparency that existing and potential investors would find appealing to invest in.This 
alone can ensure the success of a sustainable investment led development model. 
Aware of the huge losses arising of such hurdles, African nations have started taking appropriate measures to 
redress the problems.The World Bank ‘Doing Business in a More Transparent World’ Survey for 2012xxiv - a 
benchmark for rating the world’s business environments – has identified Morocco as the top reformer globally 
during the survey period, with Sao Tome and Principe, Cape Verde, Sierra Leone and Burundi also among the top 
ten reformers. Changes in domestic policy in these countries improved the process of dealing with construction 
permits, protecting investors and paying taxes, among other areas Sub-Saharan Africa has grown impressively 
registering growth rates of over 5% in the past two years; the region continues to exceed the global average and to 
exhibit a favorable economic outlook. Nigeria, Botswana and Rwanda have also moved up the competitive index 
while Zimbabwe, Kenya and Tanzania have remained stable. Among the many drivers identified, the key ones are as 
follows-- scaling up ofstrong and relatively well-functioning institutions, with very low levels of corruption, good 
security environment, efficiency in labor markets, well developed financial markets and capacity for 
innovation.xxvThe African Development Bank (AfDB), International Monetary Fund (IMF) and other multilateral 
institutions are also pitching in to improve Africa’s trade and investment climate by working with investors and 
recipient governments. The AfDB for instance has raised its capacity to finance private enterprises and PPPs. The 
end of hostilities in a number of African countries such as Liberia, Sierra Leone, Eritrea, Ethiopia etc. and the 
general tilt towards embracing democratic regimes is also helping in reducing  political instability and  enhancing 
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future FDI flows. 
11. Conclusion 
The inescapable decline in spending on development assistance by the world’s prime economies, following the 
economic crises, has carved out space for the emerging economies to come up as critical development partners for 
the least developed countries. India and China have been quick to adopt development co- operation as part of their 
larger strategy of fostering global economic and political linkages. However the overlap of commercial interests has 
not translated into the two Asian giants partnering in their efforts at development cooperation. India and China are 
both competing in Africa for strategic space, even though the respective governments have ruled out any rivalry in 
their official communications. Apart from energy, both Sino and Indian engagement with Africa is driven by the 
prime motive to strengthen their respective clout in international political order. If for China the key objective is to 
garner support for “One China” policy and China’s agenda at multilateral forums, for India the tools of development 
aid and investment are incorporated into her economic diplomacy for ensuring support at multilateral negotiations 
on climate change, agricultural trade and permanent membership of the UN Security Council. Given the 
suspicionsxxvi raised by the international community as well as some of the African nations regarding China’s 
clandestine activities akin to neo colonialism, India is fast emerging as a preferred development partner. By 
engaging in a more inclusive, transparent and cooperative development linkage across Africa, India is able to meet 
both her strategic needs as well as cater to developmental goals in the region. Seeking to recover from their failure, 
western development agencies from the USA, the UK or Japan have found it convenient to work with India on 
African development cooperation There is also a unique, symbiotic relationship that emerges out of India’s need as 
an emerging power for Africa’s markets, resources and support, equitably met with Africa’s need for capital, 
technology, expertise and aid, sans the neo colonial exploitation. In order to counter China effectively, India needs 
to scale up her bilateral investments in the region spanning across resource rich and resource poor countries to 
optimize risk/reward balance and continue providing investments while also bringing in technology that is 
"Appropriate, Affordable and Adaptable", pitched as the "Triple A" technology transfer mode, during the 8th India-
Africa Conclave. Thus, even though China enjoys a much stronger financial and political presence in Africa, there is 
enough potential for India to surpass the dragon in the long run. 
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